Please also refer to the published version of this announcement in the Hongkong Standard.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.
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ISSUE OF HK$24,000,000

UNSECURED CONVERTIBLE NOTES DUE MAY 2003
SUMMARY 

On 17 May, 2000, Luen Cheong Tai Engineering Limited (the “Issuer”), a wholly owned subsidiary of Luen Cheong Tai International Holdings Limited (the “Company”) , and various subscribers (the “Subscribers”) entered into subscription agreements (the “Subscription Agreement”) pursuant to which the Issuer issued and Subscribers purchased an aggregate principal amount of HK$24,000,000 (the “Face Value”) 5.5% convertible notes due May 2003 (the “Notes”). The outstanding principal amount of the Notes together with interest accrued thereon up to but excluding the date of repayment will, unless previously repaid or converted into shares in accordance with the Subscription Agreement, be repaid on the third anniversary of the date of the initial issue of the Notes (the “Maturity Date”). From 1 August, 2000, the Notes may be converted into (i) ordinary shares of US$1.00 each in the Issuer (the “Shares”), up to a maximum of 50% of the issued share capital of the Issuer. The percentage of Shares to be converted will be calculated based on the principal amount of the Notes to be converted in pro-rata to the Face Value of the Notes issued multiplied by 50%; or (ii) ordinary shares of HK$0.10 each of the Company (the “Listed Shares”) at a conversion price equal to the higher of (a) the average price of the Listed Shares on the Hong Kong Stock Exchange Limited for five trading days immediately prior to and including 17 May, 2000, the date of the initial issue of the Notes, which is HK$0.474 and (b) 85% of the average price of the Listed Shares for five trading days immediately prior to the date of conversion. 

The Issuer was incorporated on 28 March, 2000. At the present moment, it has no assets or liabilities and is in the process of identifying business plans for the expansion of the building materials activities of the Group. The Issuer is not a major subsidiary of the Company and the conversion rights attached to the Notes for converting into Shares in the Issuer will not be a material dilution of the interest in the Issuer pursuant to Practice Note 13 paragraph 5 of the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (“Listing Rules”).

Upbest Securities Company Limited acts as the agent to the Issuer in relation to the issue of the Notes.

The Subscription Agreement was negotiated on an arm's length basis and the directors of the Issuer and the Company believe that its terms are fair and reasonable so far as the Company and its subsidiaries (the “Group”) are concerned. 

Principal Activity 

The Issuer is an investment holding company for the building materials division of the Group and its ultimate holding company is Luen Cheong Tai International Holdings Limited (the “Company”). The Company and its subsidiaries (the “Group”) is principally engaged in a wide range of public and private sectors construction works and also involves in building materials activities. It is the intention of the Group to expand the building materials activities as complement to the core construction business of the Group so as to bring in a synergy effect. 
THE ISSUER

The Issuer was incorporated on 28 March, 2000. At the present moment, it has no assets and liabilities. It is the intention of the Group that the Issuer will act as the vehicle for overseeing and coordinating the Group's building materials activities as a division. The Issuer is in the process of identifying business plan for the expansion of the building materials activities, however, no negotiation in relation to the expansion is undergoing. 

The Issuer is a wholly owned subsidiary of the Company and it will continue to be a subsidiary of the Company upon conversion of all the Notes into Shares by the Notes holders as the Company will still hold 50% interests in the Issuer and the management and control of the Issuer will still vest with the representatives of the Company. The Issuer is not a major subsidiary of the Company and there is no material dilution of the interest in the Issuer upon the conversion of all the Notes from the Noteholders pursuant to the Practice Note 13 paragraph 5 of the Listing Rules. 

Upon full conversion of the Notes, it is anticipated that no directors will be appointed by the Subscribers as the board members of the Issuer and the Company.

Subscription Agreement 

Date: 
17 May, 2000 

Issuer: 
Luen Cheong Tai Engineering Limited, a wholly owned subsidiary of Luen Cheong Tai International Holdings Limited (the “Company”)

Guarantor:
Luen Cheong Tai Construction Company Limited, a wholly owned subsidiary of the Company and a fellow subsidiary of the Issuer.


The Guarantor undertakes to repay any outstanding sums under the Notes in the event that the Issuer fails to honor the repayment.


In the case where the Notes holders choose to convert the Notes into shares in the Company as mentioned in the clause of Conversion Terms below, the Guarantor agrees to procure the Company to apply for the listing of the converted shares and to ensure the compliance of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”) in respect of the issuance of the new shares to the Notes holders.

Agent: 
Upbest Securities Company Limited, a registered investment advisor and dealer, and an independent third party not connected with the Company or any of the directors, chief executive or substantial shareholders of the Company or any of its subsidiaries or their respective associates (as defined in the “Listing Rules”). An agency fee will be paid by the Issuer to the Agent equal to 1.5% of the total funds raised by the issuance of the Notes. 

Subscribers: 
7 or more parties as introduced by the Agent, are independent third parties not connected with the Company or any of the directors, chief executive and substantial shareholders of the Company or its subsidiaries or their respective associates (as defined in the Listing Rules). None of the Subscribers will hold more than 10% in the total issued capital of the Issuer and the Company upon the full conversion of the Note. 

Interest: 
5.5% per annum, payable semi-annually.

Closing Date: 
17 May, 2000

Payment: 
Be made within 2 business days after the Closing Date.

Principal amount of the Notes: 
HK$24,000,000 

Conversion Period: 
at any time after 1 August, 2000 upto Maturity.

Conversion Terms: 
The Notes holders shall be entitled upon presentation of the Notes and a conversion notice, to convert the Notes during the Conversion Period into:-- 


i. ordinary shares of US$1.00 of Issuer up to a maximum of 50% of the issued share capital of the Issuer. The percentage of Shares to be converted will be calculated based on the principal amount of the Notes to be converted in pro-rata to the Face Value of the Notes to be issued multiplied by 50%; or 


ii. ordinary shares of HK$0.10 of the Company in accordance to the Conversion Price stated below.


As the Issuer is a newly incorporated company with no operation at the present moment, the option to choose between the conversion into Shares or Listed Shares is believed to provide more security and attractiveness to the Subscribers.


Each of the Notes holders can have the rights to convert the Notes into both Shares and Listed Shares.

Conversion Price: 
The higher of:-- 


a. the average price of the Listed Shares on the Stock Exchange for five trading days immediately prior to and including the Closing Date which is HK$0.474; and


b. 85% of the average price of the Listed Shares for five trading days immediately prior to the date of conversion notice.

Maturity: 
36 months from the Closing Date i.e. 16 May, 2003 

Redemption price: 
On Maturity, the Issuer shall redeem any outstanding Notes at 110% of the Notes from the Notes holders. 

Voting Right of the Convertible Note: 
The Notes holders have no voting right in the Issuer and the Company.

Ranking of the Conversion Shares and Conversion Listed Shares: 
The Conversion Shares in the Issuer and Conversion Listed Shares in the Company will rank pari passu and have the same voting rights with the existing shares in issue of the Issuer and the Company respectively at the time of the issue and the allotment of the Conversion Shares and Conversion Listed Shares.

Transferability of the Convertible Notes: 
The Notes may not be transferred or assigned, either in part or in whole, without the prior written consent of the Issuer (such consent shall not be unreasonably withheld). The Company has undertaken that it will disclose to the Exchange any dealings by any of the substantial shareholders and directors of the Company and its subsidiaries or any of their respective associates from time to time in the Notes immediately upon the Company becoming aware of such dealings. 

Use of Proceeds:

The total proceeds from the Notes will be approximately HK$24 million. As to approximately HK$18 million of the total proceeds would be primarily used by the Issuer to expand the building material activities within the core construction business of the Group, which includes the possibility of extending it on-line and marketing the same through the internet with appropriate business acquisition, cooperation, joint venture and strategic participation arrangements. The management of the Group has identified the business plan for the expansion of the building material business. If proceed, the project will not constitute a notifiable transaction as defined in the Listing Rules. The balance of approximately HK$6 million would be used as working capital of the Group. 
LISTING:

No application will be made for the listing of, and permission to deal in, the Notes on the Stock Exchange or any other stock exchange. Application will be made to the Listing Committee of the Stock Exchange for the listing of, and permission to deal in, the Listed Shares. 
GENERAL MANDATE:

The Listed Shares to be issued on any exercise of the conversion rights under the Notes will be issued pursuant to the general mandate granted to the directors of the Company at the Company's last annual general meeting on 20 November, 1999. 
GENERAL:

If all the Notes holders convert the Notes into Listed Shares, based on the average price of the Listed Shares for five trading days immediately prior to and including the Closing Date on 17 May, 2000, which is HK$0.474, the total number of Listed Shares to be issued will be 50,632,911 Listed Shares, representing 15.8% of the existing issued share capital of the Company of 320,430,501 Listed Shares and approximately 13.64% of the enlarged issued share capital of the Company of 371,063,412 Listed Shares. 

By Order of the Board
CHAN Man Chuen
Chairman 

Hong Kong, 17 May, 2000 
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